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Chapter interest and sinking fund. In future loans were to be
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__; controlled by a Loans Council representing the Com-
monwealth and the States, which should have power
to limit borrowing to such sums as should be practicable
to raise at reasonable rates. The agreements with the
States were accompanied by the alteration of the con-
stitution, so as to provide that the Parliament of the
Commonwealth might make laws as to the carrying out
by the parties thereto of any agreement made between
the Commonwealth and the States. The importance
of this alteration, duly approved by referendum on
November 17, 1928, was made obvious in 1932 when
New South "Wales persisted in default in respect of her
interest payments on her debt. In 1931, at her first
default, Mr. Scullin arranged for payment by the Com-
monwealth and proceeded to sue the State, but the
matter was compromised, the State agreeing to pay. A
second default, however, followed, and the Common-
wealth hesitated to pay, having been advised that the
legal liability was not clear. Moreover, it was held best
to expose Mr. Lang's default to the world, even at the
cost of weakening Australian credit. The Common-
wealth then passed two Acts in 1932, the one to accept
full liability and to give bondholders a right to sue the
Commonwealth, the other to provide for the enforce-
ment of the agreement. The procedure under the new
Act permits on a certificate of default by the Auditor-
General resolutions by Parliament authorising payment
to the Commonwealth in lieu of the State of specified
revenues, whereupon the States taxpayer would be dis-
charged only by payment to the Commonwealth. At
the same time reference would be made to the High
Court to declare that the State was in default, though